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7KHILQDQFLDOLQIRUPDWLRQLVOHVVYDOXDEOHLIORQJHUWLPHLVGHYRWHGWRSUHSDULQJDQGVXEPLWWLQJLWWRWKHH[WHUQDODXGLWRU
IRUDXGLWLQJSXUSRVHVEHIRUH LW LV LVVXHG WRVWDNHKROGHUVDQGGHFLVLRQPDNHUV,QYHVWRUV IRUH[DPSOHGHPDQGVIRU
DSSURSULDWHDQGWLPHO\GDWDGXHWRWKHUDSLGJURZWKRIWKHLQYHVWPHQWPDUNHWDQGFRPSOH[LW\RIEXVLQHVVRSHUDWLRQV
9XUDQ	$GLORJOX7KHUHIRUHUHOLDEOHDQGWLPHO\DFFRXQWLQJLQIRUPDWLRQLVQHFHVVDU\WRHQVXUHDVWURQJOHYHO
RIFRQILGHQFHDPRQJLQYHVWRUVDERXWDFRPSDQ\¶VRSHUDWLRQ/HYHQWLVHWDODQGDFRPSDQ\VKRXOGUHSRUWLWV
ILQDQFLDOLQIRUPDWLRQDVVRRQDVSRVVLEOHDIWHUWKHLUILQDQFLDOSHULRGHQGV
)LQDQFLDOUHSRUWLQJWLPHOLQHVVGHSHQGVKLJKO\RQWKHSUHSDUDWLRQRIDFFRXQWVE\FRPSDQ\PDQDJHPHQWWKHLVVXDQFH
RIWKHDFFRXQWVWRLQGHSHQGHQWDXGLWRUVIRUDXGLWLQJDQGWKHOHQJWKRIWLPHWDNHQE\DXGLWRUVWRFRPSOHWHWKHDXGLW
DVVLJQPHQW7KHORQJHUWKHWLPHWKHDXGLWRUVGHYRWHWRFRPSOHWHWKHDXGLWWKHORQJHUWKHGHOD\LQWKHLVVXDQFHRIWKH
DXGLWHGDFFRXQWV$FFRUGLQJWR$VKWRQDXGLWGHOD\FDQDIIHFW WKHUHOHDVHRI WLPHO\DFFRXQWLQJLQIRUPDWLRQ
ZKHUHWKHUH LVDQDVVRFLDWLRQEHWZHHQWKHPDUNHW
VUHDFWLRQDQGWKHLQIRUPDWLRQUHOHDVHG7KXVDVWXG\RQIDFWRUV
DIIHFWLQJDXGLWGHOD\PD\LPSURYHRXUXQGHUVWDQGLQJRIWKHUHDFWLRQVRIWKHPDUNHWWRWKHDQQRXQFHPHQWRIDFFRXQWLQJ
LQIRUPDWLRQ$VKWRQ7KHUHVXOWVRIVXFKDVWXG\PD\EHLPSRUWDQWWRWKHUHJXODWRUVRIHPHUJLQJFDSLWDOPDUNHWV
LQVHWWLQJQHZSROLFLHVWRLPSURYHWKHGLVWULEXWLRQDOSURGXFWLYLW\RIWKHLUPDUNHWV2ZXVX$QVDK	/HYHQWLV
7KHDSSRLQWPHQWRILQGXVWU\VSHFLDOLVWDXGLWRUVLVH[SHFWHGWRHQVXUHWLPHO\LVVXDQFHRIILQDQFLDOUHSRUWLQJVLQFH
DVWKHQDPHLPSOLHVWKH\DUHH[SHUWDXGLWRUVLQWKHLURZQHGVSHFLDOLVHGLQGXVWU\$QDXGLWILUPDFKLHYHGLWVUHSXWDWLRQ
DVDQLQGXVWU\VSHFLDOLVWE\LQFUHDVLQJWKHLUH[SHUWLVHLQDVSHFLILFLQGXVWU\DQGFRQVHTXHQWO\LQFUHDVLQJWKHQXPEHURI
FOLHQWVIURPWKDWLQGXVWU\&UDVZHOOHWDO$VDUHVXOWHIILFLHQF\FDQEHLPSURYHGWKHUHE\UHGXFLQJWKHFRVWRI
LVVXLQJILQDQFLDOUHSRUWV
7KHHIIRUWE\PDQ\FRXQWULHVZRUOGZLGHWRPRYHWRZDUGDJOREDOILQDQFLDOUHSRUWLQJVWDQGDUGLH,)56LVRQHRI
WKH PDLQ LVVXHV EHLQJ GLVFXVVHG LQ DFFRXQWLQJ GRPDLQ -DDIDU 6LGLN DQG $EG 5DKLP  FODLPHG WKDW WKH
LPSOHPHQWDWLRQRI,)56SURYLGHVVHYHUDOEHQHILWVVXFKDVJUHDWHUUHSRUWLQJWUDQVSDUHQF\DQGEHWWHUFRPSDUDELOLW\ZLWK
RWKHUEXVLQHVVHV+RZHYHUWKHUHDUHFKDOOHQJHVDQGLVVXHVRIFRPSOH[LW\WRRYHUFRPHLQDGRSWLQJWKHVHVWDQGDUGV
2QHRIWKHPDLQFKDOOHQJHVLVWKDWFRPSDQLHVKDYHWRLQFXUPRUHFRVWVWRWUDLQWKHLUVWDIIVRWKDWWKH\DUHIDPLOLDUZLWK
WKHVWDQGDUGV0RUHRYHUFRQVXOWDWLRQZLWKFRPSDQ\DXGLWRUVLVUHTXLUHGLQRUGHUWRHQVXUHWKDWUHOHYDQWDQGDGHTXDWH
LQIRUPDWLRQLVSUHVHQWHGXQGHU,)567KXVLWLVH[SHFWHGWKDWWKHLQGXVWU\VSHFLDOLVWDXGLWRUVZRXOGEHEHWWHUDQGDEOH
WRGHDOZLWKWKHFRPSOH[LW\RIWKHVHVWDQGDUGVEHFDXVHWKH\DUHPRUHXSWRGDWHZLWKWKHP7KH\DUHDOVRH[SHFWHGWR
KDYHDQLQGHSWKXQGHUVWDQGLQJRIWKHUXOHVDQGUHJXODWLRQVIRUDSDUWLFXODULQGXVWU\LQFRPSDULVRQWRWKHPDQDJHPHQW
RIWKHFOLHQWFRPSDQ\DQGWKHQRQVSHFLDOLVWDXGLWRUV
7KHUHIRUHWKHREMHFWLYHRIWKHFXUUHQWVWXG\LVWRH[DPLQHWKHDVVRFLDWLRQEHWZHHQLQGXVWU\VSHFLDOLVWDXGLWRUVDQG
ILQDQFLDOUHSRUWLQJWLPHOLQHVVXQGHUWKHIXOO\FRQYHUJHG0)567KLVVWXG\DLPVWRH[DPLQHWKHLQIOXHQFHRILQGXVWU\
VSHFLDOLVWDXGLWRUVZKLFKLVEDVHGRQDXGLWPDUNHWVKDUHZKHWKHUWKH\DUHDEOHWRLPSURYHWKHWLPHOLQHVVRIILQDQFLDO
UHSRUWLQJDVUHSUHVHQWHGE\DXGLWUHSRUWODJ$5/ZKHQDOOSXEOLFOLVWHGFRPSDQLHVLQ0DOD\VLDIXOO\FRQYHUJHGZLWK
0)56EHJLQQLQJVW-DQXDU\7KHFXUUHQWVWXG\SURYLGHVHPSLULFDOHYLGHQFHRQWKHH[WHQWRIILQDQFLDOUHSRUWLQJ
WLPHOLQHVVRQH\HDUDIWHUDOOSXEOLFOLVWHGFRPSDQLHVLQ0DOD\VLDZHUHUHTXLUHGWRFRPSO\ZLWKWKHIXOO\FRQYHUJHG
0)56,QDGGLWLRQWKHUHVXOWVRIWKHVWXG\ZLOOEHXVHIXODVDEHQFKPDUNIRUWKHUHJXODWRU\ERGLHVLQUHYLHZLQJWKH
DOORZDEOHSHULRGRILVVXDQFHDQGDQQRXQFHPHQWRIILQDQFLDOLQIRUPDWLRQDIWHUILVFDO\HDUHQGVSHFLILFDOO\RQH\HDU
DIWHU0)56EHFDPHIXOO\FRPSOLDQWZLWK,)56
/LWHUDWXUH5HYLHZ
7KHWLPHO\LVVXDQFHRIDQQXDOUHSRUWGHSHQGVRQWKHWLPHWDNHQWRFRPSOHWHWKHDXGLWDVVLJQPHQW,QYHVWRUVUHO\RQ
LQIRUPDWLRQ LQ DXGLWHG ILQDQFLDO VWDWHPHQWV DV WKHVH VWDWHPHQWV DUH D UHOLDEOH VRXUFH WKDW LV ZLGHO\ DYDLODEOH IRU
UHIHUHQFH VR WKLV PDNH WLPHO\ UHSRUWLQJ DQ LPSRUWDQW IDFWRU LQ ERWK GHYHORSHG DQG QHZO\ GHYHORSHG FRXQWULHV
/HYHQWLVHWDO6RPHRIWKHLQGLFDWRUVRIILQDQFLDOUHSRUWLQJWLPHOLQHVVDUH$5/ILQDQFLDOVWDWHPHQWLVVXHGHOD\
DQGDQQXDOJHQHUDOPHHWLQJGHOD\.DULPHWDO$5/LVDSURPLQHQWLQGLFDWRUDVKDYHEHHQSURYHQH[WHQVLYHO\
LQSULRUVWXGLHV$VKWRQHWDO2ZXVX$QVDK.QHFKHO	3D\QH/HYHQWLVHWDO$ILI\
$ONKDWLE	0DUML
$5/FDQEHGHQRWHGDVWKHSHULRGRIWLPHEHWZHHQWKHILVFDO\HDUHQGDQGWKHVLJQLQJGDWHRIWKHDXGLWRU¶VUHSRUW
RUDXGLW UHSRUWGDWH$VKWRQHWDO2ZXVX$QVDK/HYHQWLVHWDO$ILI\$ONKDWLE	0DUML
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7KHWHUP$5/LVXVHGLQWHUFKDQJHDEO\ZLWKDXGLWUHSRUWGHOD\DQGDXGLWUHSRUWOHDGWLPH2ZXVX$QVDK
DVWKH\DOODVLPLODUPHDQLQJ
2.1. Industry Specialist Auditors and ARL 
$Q LQGXVWU\ VSHFLDOLVW DXGLWRU LV EHOLHYHG WR KDYH WKH FDSDELOLW\ DQG LQFHQWLYH WR SHUIRUP D KLJKTXDOLW\ DXGLW
DVVLJQPHQWGXHWRWKHLUJRRGUHSXWDWLRQDQGLQGHSWKNQRZOHGJHLQWKHLUVSHFLDOL]HLQGXVWU\&UDVZHOO	7D\ORU
0RUHRYHUWKHQHHGWRFRPSO\ZLWKLQGXVWU\VSHFLILFUHJXODWLRQVDQGVWULQJHQWUHSRUWLQJUHTXLUHPHQWVLHEDQNLQJ
DQGILQDQFLDOLQGXVWULHVPD\UHVXOWLQJUHDWHUDXGLWRUFRQFHQWUDWLRQZLWKLQWKRVHLQGXVWULHV$ELGLQ	$KPDG=DOXNL
DQGLWLVWKHUHIRUHDUHDVRQDEOHVXSSRVLWLRQWKDWWKLVLVZK\LQGXVWU\VSHFLDOLVWDXGLWRUVDUHQHHGHG,WLVH[SHFWHG
WKDWDXGLWSURFHGXUHVZLOOEHFRPSOHWHGLQDWLPHO\PDQQHUZKHQWKHUHLVDQLQGXVWU\VSHFLDOLVWSUHVHQW<DQ
DQGFRQVHTXHQWO\WKHDXGLWWLPHOLQHVVZLOOLPSURYH+DELE	%KXL\DQ<DQ7KXVLWFDQEHDUJXHGWKDW
DQLQGXVWU\DXGLWRURUDXGLWILUPVSHFLDOL]DWLRQLVRQHRIWKHSRVVLEOHGHWHUPLQDQWVWKDWLQIOXHQFH$5/
+DELEDQG%KXL\DQLQFRUSRUDWHGDXGLWILUPLQGXVWU\VSHFLDOL]DWLRQDVDQLPSRUWDQWH[SODQDWRU\YDULDEOHIRU
$5/DQGDOVRE\H[DPLQLQJWKHPRGHUDWLQJHIIHFWRILQGXVWU\VSHFLDOL]DWLRQRQWKHDVVRFLDWLRQEHWZHHQ,)56DGRSWLRQ
DQG$5/LQ1HZ=HDODQG$QDYHUDJHUHSRUWLQJGHOD\RIGD\VZDVUHSRUWHGLQWKLVVWXG\7KHILQGLQJVVKRZWKDW
ODUJHU ILUPV DQG ILUPV DXGLWHG E\ LQGXVWU\ VSHFLDOLVW H[SHULHQFH D VKRUWHU $5/ WKDQ FRPSDQLHV DXGLWHG E\ QRQ
VSHFLDOLVWDXGLWRUV0RUHRYHUWKH$5/LQFUHDVHVVLJQLILFDQWO\DIWHUWKHDGRSWLRQRI,)56EXWOLPLWHGWRFRPSDQLHV
DXGLWHG E\ QRQVSHFLDOLVW DXGLWRUV 7KLV UHVXOW VXSSRUWV WKH FRQWHQWLRQ WKDW LQGXVWU\ VSHFLDOLVW DXGLWRUV KDYH WKH
FDSDELOLW\WRSHUIRUPWKHLUDVVLJQPHQWVZHOOLQFRPSDULVRQWRWKHLUQRQVSHFLDOLVWFRXQWHUSDUWVGXHWRWKHLULQGHSWK
NQRZOHGJHDERXWDFHUWDLQLQGXVWU\
,QWKHFRQWH[WRI0DOD\VLD&KH$KPDGDQG$ELGLQLQYHVWLJDWHGWKHDVVRFLDWLRQEHWZHHQDXGLWRULQGXVWU\
VSHFLDOLVDWLRQDQGDXGLWRUEUDQGQDPHRQILQDQFLDOUHSRUWLQJODJ7KHDXWKRUVUHSRUWHGWKDWWKHDYHUDJHODJLQDXGLW
WLPHOLQHVVIRUWKHRYHUDOOVDPSOHLVDSSUR[LPDWHO\GD\VZKLFKLVVOLJKWO\ORZHUWKDQWKHRQHUHSRUWHGLQWKHLUODWHU
VWXG\&KH$KPDG	$ELGLQRIGD\V7KHVWXG\DOVRGLVFRYHUHGWKDWELJVL[QRZELJIRXUDXGLWILUPV
WDNHDVKRUWHUWLPHWRFRPSOHWHWKHLUDXGLWHQJDJHPHQWV7KHVWXG\KRZHYHUGRFXPHQWHGWKDWWKHLQGXVWU\VSHFLDOLVW
DXGLWRULVQRWVWURQJHQRXJKLQGHWHUPLQLQJWKHWLPHWDNHQWRFRPSOHWHWKHDXGLWDVVLJQPHQW7KHUHIRUH&KH$KPDG
DQG$ELGLQVXJJHVWHGWKDWIXWXUHUHVHDUFKVKRXOGLQYHVWLJDWHWKLVIDFWRU
,Q DQRWKHU VWXG\ $ELGLQ DQG $KPDG=DOXNL  H[DPLQHG WKH DVVRFLDWLRQ EHWZHHQ DXGLWRU LQGXVWU\
VSHFLDOL]DWLRQDQG$5/RQ0DOD\VLDQSXEOLFOLVWHGFRPSDQLHVLQ7KHPHDQRI$5/UHSRUWHGLQWKLVVWXG\
LVVLPLODUWRWKDWRI1HOVRQDQG6KXNHULLHGD\V,QOLQHZLWKWKHILQGLQJE\&KH$KPDGDQG$ELGLQ
$ELGLQDQG$KPDG=DOXNLVXJJHVWVWKDWLQGXVWU\VSHFLDOLVWDXGLWRUYDULDEOHLVLQVLJQLILFDQWLQWHUPVRI
HQDEOLQJDIDVWHUDXGLWSHUIRUPDQFHWKDQWKHLUQRQVSHFLDOLVWFRXQWHUSDUWV2QWKHFRQWUDU\FRPSDQLHVDXGLWHGE\ELJ
IRXUILUPVUHSRUWHGVKRUWHU$5/WKDQWKHQRQELJIRXUILUPV
2.2. MFRS Adoption and ARL 
7KHIXOODGRSWLRQRI,)56SUREDEO\ZLOOH[WHQGWKHWLPHWDNHQIRUDXGLWRUVWRFRQGXFWDXGLWILHOGZRUNGXHWRWKH
FRPSOH[LW\RIWKHVWDQGDUGV)RUH[DPSOHWKHDGRSWLRQRIIDLUYDOXHDFFRXQWLQJ,)56UHTXLUHVDXGLWRUWRFDUU\
RXW GHWDLOHG H[DPLQDWLRQV RQ WKH DGHTXDF\ RI WKH MXGJPHQWV RI WKH PDQDJHPHQW RI WKH FRPSDQ\ DQG WKHLU
GHWHUPLQDWLRQ RI WKH YDOXH RI WKH FRPSDQ\ 7KLV UHTXLUHV DXGLWRUV WR KDYH LQGHSWK NQRZOHGJH DQG H[SHUWLVH LQ
XQGHUVWDQGLQJ WKH DGRSWLRQ RI ,)56 ,Q WKH0DOD\VLDQ FRQWH[W VLQFH VW -DQXDU\ 0DOD\VLDQ SXEOLF OLVWHG
FRPSDQLHVKDYHEHHQH[SRVHGWRDPDMRUFKDOOHQJHGXHWRWKHDGRSWLRQRI,)56E\WKH0$6%ZKLFKUHVXOWHGIURP
WKH0$6%¶VLQWHQWLRQWRPRYH0DOD\VLDFORVHUWRWKHJOREDOFRQYHUJHQFHRIDFFRXQWLQJVWDQGDUGV<DDFRE	&KH
$KPDG7KHSLHFHPHDODGRSWLRQRIWKHVWDQGDUGVKDVEHHQWDNHQLQWRFRQVLGHUDWLRQIURPXQWLOEHIRUH
WKHLU IXOO LPSOHPHQWDWLRQ(QWLWLHVRWKHU WKDQSULYDWH HQWLWLHVKDYHEHHQ H[SHFWHG WR FRPSO\ZLWK ,)56FRPSOLDQW
0)56EHJLQQLQJVW-DQXDU\ZLWKWKHH[FHSWLRQRIHQWLWLHVVXEMHFWWRWKHDSSOLFDWLRQRI0)56$JULFXOWXUH
DQGRU,QWHUSUHWDWLRQ,&,QWHUSUHWDWLRQ$JUHHPHQWVIRUWKH&RQVWUXFWLRQRI5HDO(VWDWH
1XPHURXVVWXGLHVKDYHH[DPLQHGDQGEURDGO\GLVFXVVHGWKHFRPSDQ\VSHFLILFDWWULEXWHVRUDXGLWUHODWHGDWWULEXWHV
WKDWPD\DIIHFWWKH$5/LQGHYHORSHGDQGGHYHORSLQJFRXQWULHV$VRQHRIWKHHPHUJLQJHFRQRPLHV0DOD\VLDLVQRW
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LVRODWHGIURPWKHGLVFXVVLRQRQWLPHOLQHVVRIILQDQFLDOUHSRUWLQJ6WXGLHVFRQGXFWHGE\&KH$KPDGDQG$ELGLQ
&KH$KPDGDQG$ELGLQ0RKDPDG1RUHWDO1HOVRQDQG6KXNHUL<DDFREDQG&KH$KPDG
DQG$ELGLQDQG$KPDG=DOXNL SURYLGHYDULRXV VLJQLILFDQW ILQGLQJV WKDWFRQWULEXWH WR WKHGRPLQDQW
ILHOGVRIILQDQFLDOUHSRUWLQJOLWHUDWXUH1HYHUWKHOHVVOLWWOHHPSKDVLVKDVEHHQSODFHGRQWKHLPSDFWRIWKHSUHVHQFHRI
DQLQGXVWU\VSHFLDOLVWDXGLWRURQWLPHO\UHSRUWLQJVLQFHVW-DQXDU\ZKHQFRPSDQLHVKDYHWRFRPSO\ZLWK0)56
7KLVVWXG\DLPVWRSURYLGHHYLGHQFHRQWKHLQIOXHQFHRILQGXVWU\VSHFLDOLVWDXGLWRUDVRQHRIWKHGHWHUPLQDQWVRI$5/
DIWHUIXOOFRQYHUJHQFHZLWK0)56EHJLQQLQJRQRUDIWHUVW-DQXDU\7KHIROORZLQJK\SRWKHVLVLVWHVWHGLQWKLV
VWXG\

+ 7KHUH LV D SRVLWLYH UHODWLRQVKLS EHWZHHQ WKH SUHVHQFH RI LQGXVWU\ VSHFLDOLVW DXGLWRUV DQG ILQDQFLDO UHSRUWLQJ
WLPHOLQHVVXQGHU0)56
5HVHDUFK0HWKRGRORJ\
7KLVVWXG\XWLOL]HVDQQXDOUHSRUWVRIRISXEOLFFRPSDQLHV OLVWHGRQWKHPDLQPDUNHWRI%XUVD0DOD\VLD WR
H[WUDFWLQIRUPDWLRQSHUWDLQLQJWKHK\SRWKHVL]HGYDULDEOHV$OODQQXDOUHSRUWVRIOLVWHGFRPSDQLHVZKLFKDUHFDWHJRUL]HG
LQWR  VHFWRUV DV OLVWHG E\%XUVD0DOD\VLD DUH XVHG&RPSDQLHV XQGHU WKH VHFWRU RI VSHFLDO SXUSRVH DFTXLVLWLRQ
FRPSDQ\ 63$& DUH H[FOXGHG IURP WKH VDPSOH DV WKHUH LV QR SXEOLFO\ LQIRUPDWLRQ DYDLODEOH RU OLVWLQJ RI WKH
FRPSDQLHVLQWKLVVHFWRURQ%XUVD0DOD\VLD¶VZHEVLWH7KHVDPSOHVHOHFWLRQFRYHUVWKHPRVWUHFHQW\HDUZKHQWKHGDWD
ZDVFROOHFWHG7KHDQQXDOUHSRUWVRIDUHVHOHFWHGEHFDXVHIXOOFRQYHUJHQFHZLWK0)56WRRNSODFHFRPPHQFLQJ
VW-DQXDU\7KHQLWIROORZHGE\H[DPLQDWLRQLIWKH\FRPSO\ZLWK0)56IRUWKHILQDQFLDOSHULRGEHJLQQLQJVW
-DQXDU\2XWRIFRPSDQLHVRQO\FRPSDQLHVDGKHUHWR0)56WKXVWKHVHFRPSDQLHVFRQVWLWXWHWKHILQDO
VDPSOHRIWKHVWXG\
3.1. Dependent Variables 
7KHVWXG\LQYHVWLJDWHVRQHGHSHQGHQWYDULDEOHQDPHO\$5/ZKLFKUHSUHVHQWVWKHWLPHOLQHVVRIILQDQFLDOUHSRUWLQJ
$VSUHYLRXVO\GLVFXVVHG$5/LVGHILQHGLQWKLVVWXG\DVWKHOHQJWKRIWLPHEHWZHHQWKHILVFDO\HDUHQGDQGWKHGDWH
RIWKHLVVXLQJRIWKHDXGLWRU¶VUHSRUWRUDXGLWUHSRUWGDWH$VKWRQHWDO2ZXVX$QVDK/HYHQWLVHWDO
$ILI\$ONKDWLE	0DUML
3.2. Independent Variables 
7KHLQGHSHQGHQWYDULDEOHLVWKHLQGXVWU\VSHFLDOLVWDXGLWRUV7KHUHDUHGLIIHUHQWPHDVXUHPHQWVXVHGWRGHWHUPLQH
ZKLFKDXGLWILUPLVWKHLQGXVWU\VSHFLDOLVWDXGLWRUVXFKDVDXGLWRUGRPLQDQFH0D\KHZ	:LONLQV+DELE	
%KXL\DQDXGLWRUV¶LQGXVWU\PDUNHWVKDUHZKLFKLVEDVHGRQWRWDODXGLWIHH+DELE	%KXL\DQ&KH$KPDG
	$ELGLQ$ELGLQ	$KPDG=DOXNL<DQDQGLQGXVWU\SRUWIROLRVKDUH<DQ7KLVVWXG\XWLOL]HV
DXGLWRUV¶ LQGXVWU\PDUNHW VKDUHEDVHGQXPEHURI DXGLW FOLHQWV DV DPHDVXUHPHQW WR LGHQWLI\DQ LQGXVWU\ VSHFLDOLVW
DXGLWRU7KLVLVEHFDXVHRQO\DIHZVWXGLHVKDYHXVHGDXGLWRUV¶LQGXVWU\PDUNHWVKDUHEDVHGRQQXPEHURIFOLHQWVWR
GHWHUPLQHLQGXVWU\VSHFLDOLVWDXGLWRUV0RKG,VNDQGDU	$PDQ5DKPDW	0RKG,VNDQGDU7KHIROORZLQJ
IRUPXODZKLFKLVGHULYHGIURP0RKG,VNDQGDUDQG$PDQLVXWLOL]HGWRGHWHUPLQHWKHDXGLWPDUNHWVKDUHDQG
WKHSUHVHQFHRILQGXVWU\VSHFLDOLVWDXGLWRUV




7KHIROORZLQJFULWHULRQLVDOVRFRQVLGHUHGWRGHWHUPLQHWKHLQGXVWU\VSHFLDOLVWDXGLWRUVIRUHDFKLQGXVWU\




;
7KHQXPEHURIDXGLWFOLHQWVIRUWKHILUPV
7KHQXPEHURIDXGLWFOLHQWVIRUDOOILUPV

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7DEOH&ULWHULRQRI,QGXVWU\6SHFLDOLVW$XGLWRU
,QGHSHQGHQW
9DULDEOHV
 &ULWHULDRI,QGXVWU\6SHFLDOLVW$XGLWRU
$5/  $XGLWILUPILUPVKROGVWKUHVKROGRUPRUHRIDXGLWPDUNHWVKDUHLQDSDUWLFXODULQGXVWU\5DKPDW	
0RKG,VNDQGDU


%DVHG RQ WKH FULWHULRQ LQ 7DEOH  WKH LQGXVWU\ VSHFLDOLVW DXGLWRU RI HDFK VHFWRU ZDV GHWHUPLQHG DQG WKH\ ZHUH
VXPPDUL]HGLQ7DEOH

7DEOH,QGXVWU\6SHFLDOLVW$XGLWRUVIRU(DFK6HFWRU
6HFWRUV&ULWHULD ,QGXVWU\6SHFLDOLVW$XGLWRUV
&216758&7,21 (	<
3523(57,(6 (	<
5(,76 (	<DQG.30*
7(&+12/2*< &52:(+25:$7+
3/$17$7,21 (	<
&21680(5352'8&76 121(
,1'8675,$/352'8&76 (	<
),1$1&( (	<.30*DQG3:&
75$',1*6(59,&(6 (	<
27+(56 (	<DQG.30*

3.3. Control Variables 
)LYHFRQWUROYDULDEOHVDUHLQFOXGHGLQWKHUHJUHVVLRQPRGHOFOLHQWVL]HSURILWDELOLW\LQGXVWU\DXGLWFRPSOH[LW\DQG
OHYHUDJH7KHVHILYHYDULDEOHVDUHFKRVHQEDVHGRQSULRUOLWHUDWXUHVXFKDV/HYHQWLVHWDO&KH$KPDGDQG
$ELGLQ$ILI\<DDFREDQG&KH$KPDG
3.4. Regression model 
7KHIROORZLQJUHJUHVVLRQPRGHOLVDSSOLHGWRH[DPLQHWKHHIIHFWRIWKHH[SODQDWRU\YDULDEOHVRQWKH$5/ZKLFK
FRQVHTXHQWO\PLJKWLQIOXHQFHWKHWLPHOLQHVVRIFRUSRUDWHUHSRUWLQJ
 
Α5/ = β0 + β1 (,6$β2 (6,=(β3 (352),7β4 (,1'β5 (&203/(;β6 (/(9ε

5HVXOWVDQG'LVFXVVLRQ
7DEOHVKRZVWKDWWKHPHDQ$5/IRUWKHDQQXDOUHSRUWVRISXEOLFOLVWHGFRPSDQLHVWKDWDGKHUHVWR0)56IRU
WKHDFFRXQWLQJSHULRGLVGD\VZLWKDPLQLPXPRIGD\VDQGDPD[LPXPRIGD\V7DEOHSURYLGHVWKH
UHVXOWV RI FRUUHODWLRQ DQDO\VLV EHWZHHQ $5/ DQG LQGXVWU\ VSHFLDOLVW DXGLWRU 7KH DQDO\VLV UHYHDOHG D QHJDWLYH
DVVRFLDWLRQDQGVLJQLILFDQWDWSHUFHQWOHYHO7KHQHJDWLYHUHODWLRQVKLSVKRZVWKDWWKHFRUUHODWLRQPDWUL[LVFRQVLVWHQW
ZLWK H[SHFWHG VLJQRI WKH LQGHSHQGHQW YDULDEOH DQG$5/7KLV SURYLGHV VXSSRUW WKDW WKH SUHVHQFHRI DQ LQGXVWU\
VSHFLDOLVWDXGLWRULVDEOHWRVKRUWHQWKH$5/HYHQWKRXJKWKHLPSOHPHQWDWLRQRIWKH0)56E\WKHVWXG\VDPSOHUHTXLUHV
ULJRURXVDXGLWZRUNGXHWRWKHFRPSOH[LW\RIWKHVHVWDQGDUGV


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
7DEOH'HVFULSWLYH6WDWLVWLFV
9DULDEOHV
1  0LQLPXP 0D[LPXP 0HDQ 6WG'HYLDWLRQ
$5/    
6,=(50    
352),7    
&203/(;    
/(9    
7DEOH3HDUVRQ¶V&RUUHODWLRQ

$5/ ,6$ 6,=( 352),7 ,1'B),1 &203/(; /(9
$5/       
,6$      
6,=(     
352),7    
,1'B),1   
&203/(;  
/(9  
&RUUHODWLRQLVVLJQLILFDQWDWWKHOHYHOWDLOHG
&RUUHODWLRQLVVLJQLILFDQWDWWKHOHYHOWDLOHG

7DEOH0XOWLYDULDWH$QDO\VLV
















3YDOXHLVVLJQLILFDQWDWWKHOHYHOWDLOHG
3YDOXHLVVLJQLILFDQWDWWKHOHYHOWDLOHG

1RWH$5/ 1XPEHURIGD\VIURPWKHHQGRIWKHILQDQFLDO\HDUHQGHGWRWKHGDWHRIDXGLWUHSRUW,6$ ,QGXVWU\VSHFLDOLVWDXGLWRUEDVHGRQ
FULWHULDWKDWDXGLWILUPILUPVKROGVWKUHVKROGRUPRUHRIDXGLWPDUNHWVKDUHLQDSDUWLFXODULQGXVWU\6,=( 1DWXUDOORJRIWRWDODVVHWVRI
FRPSDQ\352),7 3URSRUWLRQRIQHWSURILWWRVKDUHKROGHUV¶HTXLW\ZKLFKUHSUHVHQWVUHWXUQRQHTXLW\DVSUR[\IRUSURILWDELOLW\,1'B),1 $
GXPP\ YDULDEOH FRGHG ³´ IRU ILQDQFLDO FRPSDQLHV EDQNV ILQDQFH LQVXUDQFHV VHFXULWLHV DQG LQYHVWPHQW VHFWRUV DQG ³´ IRU QRQILQDQFLDO

9DULDEOHV
1 
([SHFWHG
VLJQZLWK
$5/
&RHI
ILFLHQWV
WYDOXH SYDOXH
 FRQVWDQW    
,QGHSHQGHQW
9DULDEOH
,6$ 1HJDWLYH   
 6,=( 1HJDWLYH   
&RQWURO 352),7 1HJDWLYH   
9DULDEOHV ,1'B),1 1HJDWLYH   
 &203/(; 3RVLWLYH   
 /(9(5$*( 3RVLWLYH   
 1    
 )9DOXH    
 $GMXVWHG5    
 5    
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FRPSDQLHV&203/(; 6TXDUHURRWRIWKHQXPEHURIVXEVLGLDULHVDVDSUR[\WRPHDVXUHDXGLWFRPSOH[LW\/(9 /HYHUDJHRIWKHFRPSDQ\
ZKLFKUHSUHVHQWHGE\UDWLRRIWRWDOOLDELOLWLHVRYHUWRWDODVVHWV

7KHPXOWLSOHUHJUHVVLRQUHVXOWVLQ7DEOHLQGLFDWHWKDWWKHPRGHOLVVLJQLILFDQWDWSHUFHQWOHYHO) ZLWK
DGMXVWHG5RI 7KH DGMXVWHG5GHVFULEHV WKH H[WHQW RIYDULDWLRQ LQ WKH$5/ WKDW FDQEH H[SODLQHGE\ WKH
YDULDWLRQVLQWKHLQGHSHQGHQWYDULDEOH7KHUHVXOWVSURYLGHIXUWKHUVXSSRUWIRUWKHHDUOLHUILQGLQJVDVLQGXVWU\VSHFLDOLVW
DXGLWRUV,6$LVVLJQLILFDQWO\DVVRFLDWHGZLWK$5/ZLWKWKHSUHGLFWHGGLUHFWLRQ7KHFRQWUROYDULDEOHVFRPSDQ\VL]H
6,=(SURILWDELOLW\RIWKHFRPSDQ\352),7DQGFODVVLILFDWLRQRIWKHOLVWHGFRPSDQ\DVILQDQFHUHODWHGFRPSDQ\
RUYLFHYHUVD,1'B),1KDYHDQHJDWLYHFRHIILFLHQWZLWK$5/7KLVLQGLFDWHVWKDWDVWKHVL]HDQGSURILWDELOLW\RIWKH
FRPSDQ\LQFUHDVHWKH$5/ZLOOEHVKRUWHU7KHQHJDWLYHVLJQEHWZHHQ,1'B),1DQG$5/VXSSRUWVWKHDVVHUWLRQWKDW
DILQDQFHUHODWHGFRPSDQ\KDVIHZHUDVVHWVWKDQFRPSDQLHVRQRWKHUVHFWRUDQGKDVWRFRPSO\ZLWKVSHFLILFUXOHDQG
UHJXODWLRQRI&HQWUDO%DQNRI0DOD\VLD7KLVVLWXDWLRQSRWHQWLDOO\OHDGVWRWKHHDUO\FRPSOHWLRQRIDXGLWZRUNWKDW
FRXOG VKRUWHQ WKH$5/ZKLFK LV FRQVLVWHQWZLWK+DELE DQG%KXL\DQ  ,Q FRQWUDVW FRPSDQ\¶V FRPSOH[LW\
&203/(;DQGWKHOHYHUDJHRIWKHFRPSDQ\/(9DUHSRVLWLYHO\DVVRFLDWHGZLWK$5/
&RQFOXVLRQ
7KHREMHFWLYHRIWKHSUHVHQWVWXG\LVWRH[DPLQHWKHUHODWLRQVKLSEHWZHHQLQGXVWU\VSHFLDOLVWDXGLWRUVZLWKILQDQFLDO
UHSRUWLQJWLPHOLQHVVXQGHUWKHIXOOFRQYHUJHQFHZLWK0)56$5/ZKLFKLVPHDVXUHGIURPWKHILQDQFLDO\HDUHQGWR
WKHGDWHRIDXGLWUHSRUWLVDSUR[\IRUILQDQFLDOUHSRUWLQJWLPHOLQHVV7KHUHVXOWVUHYHDOHGWKDW$5/KDVDVLJQLILFDQW
QHJDWLYHDVVRFLDWLRQZLWKLQGXVWU\VSHFLDOLVWDXGLWRUVDQGWKLVPHHWWKHH[SHFWDWLRQDQGK\SRWKHVLVRIWKHVWXG\7KH
QHJDWLYHDVVRFLDWLRQRI$5/DQGLQGXVWU\VSHFLDOLVWDXGLWRUVSURYLGHVVRPHHYLGHQFHWKDW$5/ZLOOEHFRPHVKRUWHU
DV WKH FRPSDQ\ XWLOL]HV LQGXVWU\ VSHFLDOLVW DXGLWRUV WR FRQGXFW DQ DXGLW &RQVHTXHQWO\ LW OHDGV WR LPSURYLQJ WKH
ILQDQFLDOUHSRUWLQJWLPHOLQHVV7KHUHVXOWVPD\EHXVHIXOIRUUHJXODWRUVSDUWLFXODUO\IRU0$6%WRVHHWKHHIIHFWRI
0)56FRPSOLDQWIRUWKHILUVW\HDULPSOHPHQWDWLRQLQWHUPVRIDXGLWUHSRUWGHOD\$VWKHILQGLQJVXJJHVWVDUHGXFWLRQ
RI$5/ LWPD\LQGLFDWHV WKDW WKHDGRSWLRQRIQHZVWDQGDUGVGRHVQRW OHQJWKHQ WKHUHSRUWLQJSHULRGZKLFKFDQEH
FRQVLGHUHGDVDJRRGVWDUWIRUFRPSDQLHVLQ0DOD\VLD     
5HIHUHQFHV
$ELGLQ$	$KPDG=DOXNL1$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